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'aTll:'l"A NATIONAL EXCHANGE
1"~ CARflEA ASSOCIATION~

100 South Jefferson Road
Whippany, New Jersey 07981
201/884-8160

January 3, 1994

Mr. William F. Caton
Actinq Secretary
Federal Communications Commission
Room 222
1919 M Street, N.W.
Washinqton, D.C. 20554

D0('K[T f-IiJ COpy ORIGINAl

Joanne Salvatore Boehl.
Associate General Counsel

Re: National Exchanqe Carrier
Association, Inc.

Proposed Revision of Part 69 of the
Commission's Rules to Allow for
Incentive Settlement Options for
NECA Pool companies

RM

Dear Mr. Caton:

Enclose4 h.rewith for filinq with the Commission are the oriqinal
and fout. cppies of the National Exchanqe Carrier Association,
Inc.'s leply in the above-captioned matter.

Ple••e tlli.khoWledqe receipt hereof by affixinq a notation on the
duplicate copy of this letter furnished herewith for such
purpose. and remittinq same to bearer.

Very truly yours,

s,7bdM
s. Bochis

JSBllbas
InclcJlsures

cc: ITS
No. 01CciIl/!Is1llC'd ()
UIIt ABCOE "---
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In r ..polUla to the Ccmai••1on'. Jle9Ulatory Refon Order, )fICA

filed a P.tition tor aula_king propotJ1nq rul. revl.ion. to allaw

it t.o otter inoentive .ettl.ent: optiona within ~ fUCA poole.

nc:A ao<t.led the•• optional ••ttl....t altemati.,.. for !fICA pool

_be~ atter reoent CoD1..1on-adoptecl regulatory incet1vea for

non-A••oaiat.1on tariff participant••

A. HICA d••or1~ in 1t. Petition, the propoaal would Off~

DCA pool partic1pant. t"O 1noentlve ~tl~t option. tbat allow

continued pool _beruip, the "PoOl Protit lbarinv Incenti..,.

Option" anel the "Pool ...11 Coapuy rncent.l..,. Option. It The lir.t

1naentiw option i. one which would allow QCA pool .tucty uu. to

••ttl. with th. poole ba.ed on tOl'lNl•• that reMJlble the Op1:ional

Incentiv. Ite9Ulatlon (otlt) Plan. The aaond, a .iapler _11

ooapany option, allow- feature••iIlilar to t.bOH found in 8eGtion

&1.39 Of ~. Cc.al..ion'_ rul.. to be aval101e only to aw.et III

atudy ar... with fewer than 50,000 Ii... Both propoeed pool

incant.ive options have attribut.. of &v"&ge aaheclu1e foraula••

IBCA al.o propo.ed. .tr...lined ne" ••rvice. introduction, prlo11l9

flexibility and a4aini.trat.lve rule revi.ion. for the PoOl.

The record at.rcmvly e\lJlPOrt- 'adoption of 1f1CA'. propo.ecl

••ttl••nt. optlOft11. and. favore qran'tinq IfWCAI. propoule for

.tr_lined new .~ioa otferinq tariff prooedur••, anc.t on-t.ype
revenue-n.ut.ral pricing flexibilit:y. lIO.t ~ter. ap-H that

nCA'. op1:iortal incent.ive plan. halp fulfill the co-i••ion'. 90&1

1i



'to provide rll9\llatory retor'll i:o _11 and Idd-eized. exchange

carriere.

In i'ta !teply, DCA MOW. that 11:. propeHl. mirror current

incentive plane ~t. bave been reviMMd and adoptlld by tile

Coal.e10n. Aa.uch, they .houl4 Mitbel' tax co.i••ion rellOUrc.e

nor be unf••iliar to 1nter.xchaftge OUT!.... Purther,!DCA

d_oMtrate. that 1~. protit Marl,.. propo..l prOduo•• the __

incentivee •• the currently effective 0%. plan. MICA'••ettl~t

optiOl\ll have the _e ••teqwlrda a9a1ft81: i1lProper u•• , include a

profit aharinfJ 1IeChania ~t parall.l. the 01. planl aDd lIOtiva-ta

participant. to prodUce greater .tticieno1e. and ati.ulat.e acce••

ct.unc:l.

BBCA'. pool inoentive propoHl....t the Coai.eion'. goal =
extend incentive regulation opt1on. to ...11 and .td-ei.1Id

telephone c~nie.. MICA~ the ca.al••1on to adopt. RIel'.

rule r.vi.1on. •• propo••d.

111
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In 'the Ma~tar of

The .ational B:xahange )
Carri••1001at1on Inc. )
Propoeed Mvi.ion of )
Part 69 of 'the )
ca.ai..ion'. Jule. to )
AlleN for IDCeUlv. )
.ettl...nt opt1o~ tor )
MICA Pool eo.pania )

B1PLY

O('\('Vf=T en r copy ORIGINAl

RECEIVED

'JAN 5 -'994~
FEDERAL CQlMUNICATK>Ns

OFFICEOF THE SCCRlffI!:'SSIOO

Th. .ational Ixchang. Curi.. b.ociation, Inc. (JfBC:A) J

.w.it. it. Reply in reapon•• to ~t••ublllt~ in accol'danoe

with ~. c~i••ion'. Kovaber 16, 1993 Publio Notio••1 Thi.

Plmlio lf~ioe invited o~nt. on 1fWCA'...tition for Rul.atint' to

revi•• Part '9 of the Ca.ai••ion'. rul.. to allow tor incentive

••ttlelleftt option. tor HBCA pool c0IIPaJ\1••• J

1 JmaA i •• ~-for-proflt, ....lIIlip ulIOCiatiOft, MZ"Y1A9
over 1400 local GCbaD!fe cant.. (WC) Rudy ar... MSCA ••Dr...
inolude all 100a1 ...".. OUTi... 1n the trnlted ltoat.•• , harto
Rico and the U. I. Virvin I.lands.

3 c~t. Invited, on WICA'. ,-*1tion for a aevi.lon of tba
Rul.. to Allow fO!' Inoent.tve ..'tls.,nt, opti.. tOI' IQCA Paal
Coapula, ••3•• , 2Ml !; "'., ..,ort Wo. 118', 1.8.001.1:11
llanafJinq Di~ Publio IDt....'tion and ..ference 1VV1cee
Pet1t~lo.. for 1tU.l~1ft9 Piled, ral.... Jlov-bIr 11, 1.93.
(Public lfotioe) •

J The IQCA PrapoMd "vi.lon of~ I' of ~e C08U.lon'.
Rul.. to Allow ror IDCentiva ~l••at Qlrt.ion. for ImCA Pool
COIIpan1••, .. '319, PI1jiiipn for Ipl-p'i., filed lfoveUu' 5,
1.,3. CM.cA Petition).

1

---, ,



On M~ 5, 1"3, re-.pondiD9 to the ca.ai••lon'.

enoourav_nt in it. beJulatory .efona order, 4 MICA p~opo.e4 rule

revision. ~o allow it to ottar inDent!v...ttl••nt. op1:iona within

the DCA pool•• Tb•• optional .ei:tlaent .ltern.~ive. are

cl••icp1e4 ~o provide ino.ntive. to .all and. aid.-.i•• JmcA pool

.~r. .i.llar to thee. recently adopted by the CORal••lon for

non-~.oai.tion tariff participant•.

A. NBCA 4e.cribe4 in it. Peti~ion, the propoaal wauld offer

DCA pool p~ioipant. two incentive .ettl~t options that allow

continued pool ~rship, the "Pool Profit Sharing Incenti.,.

Option" and the "Pool SUll cc.pany Incentive Option." The fir.t

incentive option i. on. whiob would allow DCA pool .tucty area. to

..ttle with the pools ba.-4 on fo~l•• that ~l. 'the opt1cmal

Inaentive Re9Ulation (OD) Plan,' The .econd, a .i1iplar _11

ca.pany .lon, allCMI feature. sallar to tho•• found in seotion

51.3' of the Coal••ion'. rule. to be available only to IUJ:»ea't III

.. .. -.."ulatory bfona f~ IaMal .......... canl... IUbjeGt
to aat:e of~ Mvulat.ion, cc~ 110. 9a-1:J5, ~rt; e"
9J'*r, • rcc: Jtad 4'4' (1"3) C.....l.tory "'ema order). In that
prOCMWllnq the co-J...ion .t.e'te4l

• • • __OCNra,e lIIICA to ~lna. to work on
ret__ to iDtl'OdUae opt1...1 iMelltt" plllll8
lMo tM pooliftIJ proo••, wb1ab would ..
cOM1.... 1n the conteKt of a • .,.raa
proo••'41111. a walYE petition or • rul8&k11'UJ
(~at 4562).

, ... MWCA Pet.ition at 8-10 and 47 C.P.R. I 61.60.

2



.tucly ar••• with t-.r than 50,000 liMa.' Both propo" pool

incan~ive option. hav. a~trlbute. of avera,. aahlldula t~ula••

RCA al.o propoaec:t .tra..lined ne. urvica. introduction, pricing

flexibility and adaini.trativa rule r.viaione tor the Pool.'

In r ••pon.. t.o the C08i••ion'. P\11)lic lfo1:ica, alaven parti••

tiled comaaat••

..ttl_ant. .ion•• ' coaaent.ar. not.a that 'the ••tt.l.ent optiollll

are • 900d re~.. 'to ~ co.i••ion'. requeat tor. incantiva

opt.ion. for pooled .ervica.,' and .upport. the COIIai••ion'. attort.

to provide regulat.ory raton t.o _11 and mid-aileel exch&n941

carriera. 1o In ad4it.ion, parti•• praillacl If.CA's propoaecl artenaion

of regulatory incentive benefit.. to .ca other than thoae who have

aited th. DCA pool.,11 and .ndorMd RICA'S propo.al bacauaa i~

would aftord JfBCA pool _bar. the opportunity to adopt an

• IM:DCA Petition .t. 11-la and 47 C.P.R. " 61.3g and
".3et).

7 _ ReA 'Kitton .t. 12-16.

I eM. Me, united Rat. '!'ell'."" ~.ocl.t.lon (VlIJ'A) at. 1,
century 'l'alaphone Im:erprt_, Inc. (~) at 1, Jabft
8taVlaJd., Inc. (J8I) at 2, JIuKto Moo Tel,,- COIIpafty (PIl'IC)
at. 1, The ortanl••tioa tor aae ProtM'tJ._ and~t. of _11
T.lephone CaJaP&ftl_ (otAftCO) at. 4, ea..y, .t.~, i b8OClatM,
Inc. (CBA) at. 2, Union '1'elt9bOne c.pany (Ollion) at 2, P'l'I
cc.mmicatioaa (PrIC) at 2, and '!be .at1onal Telapbone eooperat1va
"8ociation (~CA) at 1.

, 1M, w,, PnC at 2.

10 U8'1'A at 1, citing Policy aM ItUl.. conaarninv Rat. tor
Dom.Dant. carrt..., CC Docket Mo. 87-3134, 8aconcl bpOrt and. Order,
5 POC Rod 67", 6127 (1190).

11 _.M_............1OII9~., UI'l'A at. :I, c:.n~ at 1, J8I at 2, aNI IftCA at
1 and a.

3
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incentive recJU1.~lon plan, whil. "in'tainin9 the eflioi.nale.

inherent in pool .-aberabip.n

Partie••upported th. Pool .rofi~ Sharing Inaan~ive .10ft a.

it vill provide beetit. to the c...i ••lon, 1:0 pool t.aritt

ou.tc:.era and ~o pooliJ19 ooapani••• tt .oreovar, !fICA'. Pool Profit

Sharinq Incentive Option would anoour... etfioiency by rewarcl1DJ

coapanie. that r4lduoe 00tIt.. and .t.1INlate 481Ulnd on their

nework•• M c~t.era point out that prOllO'tlon or efficiency

thrOUflh the propoa••ana would penit lower rata. tor ouatOllent

in the tuture,u and would balanoe the ri.ka to individual .tudy

ar•••• I • Tbu., coaaent...e .tree that .BCA'. profit. abarinv

propo.al would .at the ea-i••ion'. oJ:lject.:S.ve of praao1:1ng

effioiency under incentive regulation."

Lik.,i.e, ~ record tavor. tr.nt1.... lflCA'. propoeal. tor

at.reaalintld. n.., .arvice otrerl11CJ t.riff procedUr., and OU..qpe

revenue-neutr.l pricing tlexiblli't:.y." Partie. au0l\91y nppon.

.t.r...line4 ur1tt procectur•• tor new aervice otterlnv. that 9ive

_11 and rur.l lfllCA pool Be. the op~\lftlty to ..rove t:heir

1.

13 _
« I.q., OPU'ICO at 3, CIIA at 2, IITeA at 2 and lJnion at

JJ PR'1'C at 2, Union at 2 and t7ftA at 3.

14 century at. 2 and UJIl'A at 3.

15 PJft'C at 1 and 2 and OftA at 3.

~ CRA at 2, OPA8TCO at 3, ~c at. 1-2 and UBTA at 3.

17 cetury at 2, PM'<: at .. and UftA .~ 3.

II .M r •• 1fl'CA at. 5, Pl'IC .1: 2, CIlA at a, OPAS'l'CO at 4, PaTe
at 1 and 5-6, J8I at. 3 and USTA at 3.

4



ou.tOller. better, It by .b"lifyi1\9 and iti", tbe in~roduct:ion

ot new aervioe.,· and by giving rural .e. the ._ opport.unit1u

•• their urban ne19hl>Or•• 21 M.cA'1 P~lll tor pricing

flexibility, ~ter. asHrt, 1s r8fl\J1red to allow DCA pool IC.

'to be IlOr. r ••ponsive to oustOMt' nlNds. 22

ATIT .upport. the "prinoiple· of 1noen~lva refUlation but

want. to deter JqCA'. plan. D ATaT g1ve. thr.. re.laOn. tor the

daferral. first,~. c.-.i..ion .Iloulcl devote it. ·finit.·

re.ourc•• to .00... reform1 second, MICA'. plan ralia. on the OIR

.adel which ha. an unproven track r.cord for pra.otinq Ie

etticienoy; and, third, RICA'. proposal doe. not ...t tha

C~i••ion'. 9oa1.. for incentive requlation to Netiaulau LIe

efficiency or encoura,e .fficl~ non-dilcri.inatory aca...

pr1clft9• 1136

JIC% raie. ooncern. revarcUnv CGlDi~ perioda, profit

lIharinCJ, 1dentificat1on and allocation ot uovenou. cotIt chanfJ••,

.nd ••••ur_nt of .am1nq. and rac~. that change. bit ..de to

ncA'. propoaal t.o addre•• th... 1ssu.s.25

" OPAI'l'CO at. 4.

20 PJt'1'C at !5-e.

21 OSTA at. 3.

:D 1M. • ! C8ntury .c 2 and J'I .t 3.

:D AT'T at. 1.

• 1sl.. at 1-2, 4 and 6.

25 MCI at. 2-9,

5
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In thi. Reply, MICA will MOW that it. pr~al. mirror

current inoentive plan. that hav. bMn rev1fte4 an4 a4~ bY Ule

Cogi••ion. All .uab, th•••••ttl...,1: 0I*1OM lIboulcl neither tax

Cam.ie.ion r ••ouraea nor be unf..iliar ~o in~..ohanqe oarrier••

Further, BWCA d.-onetrat.. that 1~. profit .haring propoaal

produc•• the .... incentive. a. the curren~ly efrective OIR plan.

NBCA'...ttl-.nt option. hava the ._ .tetUard. a9a1n.t iJlProper

u•• of incentive plan., include a protit Raring Mohani.. that

parall.le tbe on plan; and .,tiva~. participant.. to procluo.

greater ett101u01•• and .ti_1ate aac•• c1~. Theretore, the

Ca.mi••ion .hould adopt th••• plana a. oriqinally propo.ed.

II.

a.

AT''!''.~~ that th. cc.ai_ion .hould devote it.. "finite"

r.eoure.. to aeae.. refor.B i. without .arit and f.il. to

acknowled.,. the .ttieianai_ to be obtained tbrouqh JfBCA'8 reliance

on exi.ting incentive regulation. By ueinv th. e~i••ion'. oz.
and ...11 ccmpany regulation. a. ~.le, RBCA PrOvid.e a framavork

with Wh1ah the cc.ai••ion and other =-nt..zoe ar. a11'UC1y

ta.i1iar. The OIR Plan and regulation. tor ...11 aa.pany tarift.

have been raviev8d thoroughly by the COB.i••ion.- 'l'her.fora,

If __laazy Raton tor :r.oc.l .....,.. can!... SUbject
t.o ..t. of -.rturn. 1t8platlO1l, cc Doaket: .0. t2-135, ~ DC
8"·'_ ..lno"., 7 rcc RGd 5023 (1"2): REI'-, , rcc-WSSOl
(1'92) (b9\llatozy ..fon ~). 'M Illp, bVUl.t.ory .efora 0Z'dar,

--- ~ ..._.. ,---.-



Cc.ai••lon revi. of neA'. ~l to a~ the.e exl.~ing

1noen~ive opt10ftll v11:hln the MICA pool••hould require .tniaal

CC3ai••ion re8OUrc...

Zn .cl4i~ion, the ca.1••1on ha. alrea4y ..d. aound pul:Ilia

policy deal.ion. upon which thoa. prOCJZ'- are ba.ad. HBCA' •

• et:1:1...n~ op1:1on. fra..work i. aon.i.i:ent with .aee.. reforJI

concepta and would not adver.ely i~at acae.. refora.

rurtheraore, AT''1' , • • •••rtion that the oxa aocle1 baa an

unproven track record for proIIotin, Be .fficiency i. not:

r.levant.~ Ifotvith.t.ndinq the tact that the OXR plan baa ~

thoroughly reviewed and adopted by 'Che emmi••ion, ATe' pro,o•••

that Pool Opt.ional Incant!vee baNd on OIa be 4.ferred.. Thol. would.

r ••u1t in the Ca.ai••ion'. idan~1fied. benefit. of incentive

r-.ulation option. not beinq _de available to pooli"" aoapanl..

ror an in4e1:eninata ti... sinca the cc:.ai••ion ha. oaret\llly

conetruc*ed. optional inaan~1ve plana tor non-pooling coapanie., it

i. iapor1:ant to perait pool!nq ooapani.. to have the ability to

partioipate in optional inoentive regulation in order to pre.erie

pool neutrality.-

and bVUlation ot _11 Tel.... 0 .....1.., eo DooJr..t. Ifo. "-4'7,
MMtt MIl "'ta-, 2 J'CC _ad 3111 (1'.7) I ......lId in Mgula1:1on
of _11 '-11lllbOfte COIIpaftl_, ec DooJte1: No. 11-417, pnter, 3 Pee
Red 5710 (1"1'.

'II A'l''! at ".

• .....CNtI pcoaaa41l\CJ8 before tile eel t ..ion bave at.r_-.l
tb heed for pool neutz'ality. _ neA Petition at nota 33.

7
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Both 1.'1'1'1', aDd HeI que.tion vhet.ber neA'. propoHd protit

.harinv plan w1ll aohi.VI tha 4..1rltCl foal. of 1nceJl1:iVIa

r~lation.~ fb... conc.rn. are baeed on a ai.interpretation of

I.

both the way MBCA', Profit Sharinq Plan work. and the rational.

behind it. int.~"inOlntiv. coapany profit .harinq f ••ture.

1. ¥'G'" PrAl!" per!M """.01. i. "'OOM1•.

WICA', Profit Sharing tnc.ntiva Opeion eati.fi.. the

cOIIIl!••ion" 9oa1' to provid.. aub.tantial inoentlve. for incr....

• ffici.ncy and ben.fit to aCC'" rat. pay.r••

a. %MM1jiya lene(i1;' COJX8Q1;ly '1. t.q In".......
evri ....

Mer inaorrtc*ly a•••rt. that profit .baring plan partiaipanu

will .. Ul. 1:0 reap win4fall profit•• - 'l'o prevent: thi. froa

ocourril\C), Mel r~. an add-back JIOdification to the

••1:tl...,t rat. calculation, and nquired prOfit aaariq with

QWlt01lU" 4urift(J the tinal two-year period. II

Th••• .edification. ar. unnaca-aary. MWCA'. Profit Sharing

Incentiv. Option will require caD r.fund. ot uce•• protitll traa

» 1.'1'1'1' at 5 and. 18:1 at 5.

JO IleI at !S.

J1 1sL. at I-I. IICr al.o que.tio.. .-:A'. r.terence to 1Iec1:101l
81.50 of~ e-i_ion" rul. (" C•••••• 61.10) for: aovenau
rul. aha.,.., a....IIID••i~ tlMat. IDCA', propo.ed Z'1I1_ Nt..
to price cap replatlon (47 c.r.a. I 11.45(4» (lL. at 4-5).
HBCA', ln~t in ret..encint 1IG't1on '1.50 1. ~ airror the OIa
aoclal adopted by ~ c...l ••lon.

8
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incentive pooli,. .tudy ar..... The.. refUnds will either be paid

directly to interexchanqe caniers or be u.ad in tuture period rate

reductiorw. ft Profit .haring i. not treated a. an uogenoua

adju.t:aent. to tuture .ettl-.nt rat... Therefore, the add-back 1.

unneoe.8U'Y.

8inoe refund. of axee.. eaminq. are required for eacb

two-year inoentive .ettl-.tt period, no .,.01&1 treataent i.

warranted tor a tlnal two-year period. InterexcbaJ198 carrier. will

receive full balteriot. of exca.. earning. wether or not the

.xehallge carrier el.C*. to r_in on the inoentive option for

additional periode. Interexchanp carrien vill a1ao rea111e 1:I1e

lower rat•• in tuture perioda r ..ultinq trOll lower ooet lavel.

produced by the etficiency InoentivN whether or not. the Ie r_ina

on the inoentive option.D

b.

AT'T 01ai_ that inter-incentiva coapany profit aharill9 tall.

to provide a1.iMtantial incentive. for incr...ed .fficlenoy.M ReI

aM. that thi. inur-incentive prOfit .haring vil1 virtually

n 0'ncIw e1ther ot thMe aJPZ'~ ace•• profit. viII flow
t.o int.eruabaftle OUT!". in t1:rtun ...iocl. onCHI the oalCNlat1ou
are OOIIPleted tor • 'liven incentive period.

• for •••1., t.o tile atam: ~t. ettJ.o!ancJY iDaenti..,..
rNult. in the _loyll8!lt. of IIOra oo.-'t etteat!YII teebftOlogy or
INltlp1. -= 8Ilarlq/joln't. \1M ot new ~olO1Y, 'th... .tflo1enalM
will oontiftue in tut.u. periodll aM be reflected 1n aoo... ~arirf
rate. r ..U'Cll_ of the fora of regula~iOD un4er which the Be fil..
ita tarift.

M AT" at 5.
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quarant.. a lower earninq. thre8hold rate of return which i. at

odd. with the intent of tha OI. plan." The_ arvu-nt••ra

without ..rit.

nCA'a .harill9 MCbani_ i. requir*, to rapzroduca OIIt profit

lharing on an equival.nt ba.i. for pooling .tudy .1".... The int.er

incentive C'O'IIpany protit: .har1!l9 .1au1at.. the type of profit

.harin, that gou on within a holeUn, oapany unclar the OI. plan.

Within a holding ca.pany, profit abarinq occur. aaoftg it. ~udy

area. bef'or. the calCN1.tion of profii: 1bar1ng with 1t1 CN.t_UW.

nCA', inter-incentive company profit lbaring uJte. thi. aharin4J

explicit aaonq the poOling at:udy area••1ft9 for the plan.

Pooling Itudy area., baoau.. of thair .i•• ,17 have high.r t.ban

aver.g. y••r-to-y..r volat.ility in their oo.t and daaand l.v.l••

'l'bua, .iaul.t:inq 'the profit. Marill9 that oaaur. within holcu'ng

coapani•• ou't.i4. of the pool i. neo....ry to aake t.hl. incent.ive

option viable for pooling oa.pafti•••

A t\1rt.her ju.t1f1oation tor inar-inaentive ocmpany profit

'baring unci_ the pool plan i. that partioipant. in MICA'. plan

3S XCI.~ 5.

- ........, ,.1.702(0) vhida ata~ in part. w••• it ttl.
caniv ha. til_ .. GOIlGUZ'Nd In _a••• tariff. awr..,.tinv ooata
anet ra1:aa tor ate or aon ...,. , tbe ~I viII _
deunaiDed tor tbe a"xepad. ~_ rat.ller t.ban tor eaCIb
.t1ady ana llIIPU1ltaly.- 1'tsua, ~n.ty area profit ehu'iDI vill
afflICtively OC'UMr _MIl hol"1JI9 fU ..1lIIY aQMly ar... \IftfIeI:' on
prior 'to calcnalat.lnIJ protlu at: tile tariff tiliDIJ ent.i~y 1.".1.
81a11ar in'ter-tRwly ar.. prOfit. .....iDCJ alao occur. on aD even
broader IOal- under price cap rl9Ulat.1on.

rI OYer 90' of pool!", atudy ar.a. have fev.. t.baft 10,000
acee•• line••

10



cannot til. tor a mid-oour.. -t.riff· aorrec~ian of their

••ttl..-nt rat•• a. an ox. a~y can.- Tibi••haring ..chani..

help. balano. the ri.k of not havlnCJ thi. option available.

AT'T'. and IICI'. arguaan't. againR MICA'. Pool Profit Sharift9

Inc.ntive Option al.o fail ~o ooneidar the taot that there ie no

quarantee4 rat.. of return tor partiais-tine) Q01IPanie.. Aa.1ICA

explained 1n it. Pet!tion, .001 Profit Sbarift9' inoent.ive OQIIP&ni..

woe. earning- are below the t.hrelthold of 15 ba.i. point. below the

authorised rat.. of return will r~i'" fUnd. only 1;0 t.bA m.nt;

t.hey are availabl. trom ••rninp aboVe the upper t.hreahold of other

profit. abaring plan participant••- ~u., the•• o~ni•• are at

riak not only ot earning 75 ba.i_ point. below au'tbori.ad leval.

but potent.ially unliJaited uncIaraarninp if there are no exaeu

protit. tra. other incantive ca.pani••.•

There 1- .1ao no connection between optional inoaftt.t". pool

profi~ aabaring and tot.al JfBC.l pool perter-nce.

calCUlat.iona for prOfit aharift9 an ba.ed on the PZ'e-..~,

biator1oally-baaees ..ttlaent rat... Tb_a rata are 1ndepandan~

of the pool r ••liled earning_. Pool performance, therefore, haa no

~ct on prOfit .baring calculation. for partioipating OQIP&ni.a

or the ruultlng protit ah&l'ingo with intaraxabanqe carriere.

• tmCA Pe~1:tion at ••

• _ ImCA Ptrtition at •• ~ an~ __ defined bcNn4a
.a found in tha OIR plan, .7 C.F.R•• 'l.50(j).

• .All previoualy not_, tbtMIe OCIIIpani.. 40 not have a .14
oour•• ~.riff filing op1:ion. _ .... at 10.
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A'll'!' .ut.. there i. no explanat:ion a. 1:0 how acoea. d~

would be Rial.ted or how a00M8 ratepayer. would benetit trc.

DCA'. .ettl~t option•• 41 By w14enlnq the aarninq. ret.ention

lone tor partioipant., XBCA'. Profit Iharinv Plan will incr....

profit IIOtivatlon. Profit, under HJICA'. propoaal, l1te OIa, can be

e.nbaftC4I4 both by reducing coat. and by incr.a,illCJ eS-m.

partioipating o~n1.. will have .ar. incentiv. to t.prove the

qualit.y of exi.tift9 .enio••, aDd to introduce n." .arvic•• to

incl".... U"9' of th.ir facllit.i_. Tb... act.ion. vi11 both

3. 'S". leU, AD t;Jaa C'.,," om ,t.n W e1 D'Sere
"""'ni- rna rer9Ml' 1lM of IS.lIMn lMent;iyM.

AT''!'" uneaain.., 'that • cCJMPIUlY couleS 9- the .yat. i,

unju.tifi-.t." A8 DCA ducribed in it:. P.tit.ion, the Profit:

Sharing Plan~ the t.va, t.va-year ~itMnt. applioabl. to OIa to

••tegu.ard a9airwt thi. type ot lMhavior. Tbere i, fto r..aon to

1Jlpo.. additional 1"••t.riet10n. on nCA'. Profit 8harinq Plan."

.1 AT''!' at 5.

a To tbe~ tbat 1MeDt1.......1_ 1... COIitl, tIaey
will 4r1va 4avft tile!&' future Mtt.l••nt nu-, "":lab, in tUft, vil1
be ret1eabd in fGUn tariff rat8. If IntenKabanga carrier.
pal' theM &00_ "v1ncJ8 1:0 tbair cu.t:....., accea. d~ i,
turtber .t.1IIulaa.d.

a AT'T at 6.

44 IK:I alao ......D••• 'to til. _11 CCIIIPIftY aa.ia-at
traa one 'to 1:wD, tw-yMr ,..1 ft, al~'tlftlY, _ r~

IRtl_nt t~l.. aMa.lly. 1p1ft, IIa2 bU IIOdeltMl ltt1 PGOl
_11 Coapany IDCMIltiva Option .ft.. aeot1on '1.39 of tIM

12

----" -', •.-----~----_._' .. """ . ' , .'._'", , ..



III.

1fZCA'. propoaed rule r.vl.10n. are an appropria1:. r.-stOn•• to

the Coai••ion'. ancoura,..ent. t.o ina-educe opt.ional incentive

plan. lnto th. pool1nq proo••••., NICA pool _ber.' ~101,.1:ion

in optional incentive plan. would benetit ratepay.r. thrOW)b

incr..aed ettioienoy inoentivaa, ancl under one of the incentive

plan., throu9b protit .harin;. aptiona1ity ot the plan would

en.ure individual pool • .abara the ability to continue to oboo••

oo.t p0011ng or avera9. .chadule .ta'tu. and i. oonaiatent with the

Coa1••1on'. objective ot provic!inv a continuua of revu1atozy

altemat.iv•••

neA'. 1'.11an08 upon OIa and _11 oc:.pany 1'..,ula'tiolUl .a ita

aodels for optional pool raqu1at.ory incen'tive••naur•• rec)Ulatory

.~~ry, taim••, and efticiency. IOCA'. protit uarinq plan

••'tiafi.a the C~iaaion/. 90al. tor incentive raqulation _ile

NCOeJDiainv the charaot:eriatiaa ot pooliJl9 .tucly ar... aM their

need for a prop.. balanc. ot riat and reward in ordU' to ).)e able to

participat. in incant!ve option••

In a44ition, DCA proposals for .t.raaalinad procadUl'ea for n_
service oft.rift'. ln 'th. IQCA tariff, and revenue-neutral pricinv

flexibility tor the pools, .i.l1ar to that available to

participants in the OIR Plan, were ~tm91y aupported by

ee-i..ion'. Jbll.. (4" C.:r ••• '11.'1) and no leg1tbate pu:po•• 1s
aernd by adapt!nt a l0D9er ce-ai'taant period for OOIIPUi- t.Iaa~
obooae ~ r_1ft 1ft the pool.

~ Regulatory Rafar,a O~4.~ at 45.2.
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RCA'. pool incentive pzoopoaala _t the co.-iNion'. goal to

extend incentlw r..,ulateion optiona to ...11 anel .14-a1a.s

telephone coapani... Both lIel'. and ),"'1". concerna are unfounded.

DCA urv•• ~e coai••ion to adopt "1OICA'a rule rev1.1on•••

propoaa4.

a.peettully .u_it.t.ed,

DfiC*AL BXC»•• CUlUBR
U8OC%A'I'IOIf, IIfC •

...
IGloI1:Iil ",.ff...on aoael

•• Jeney

Its Attorney

January 3, 1994
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